and institutionalizes processes of negotiation and compromise. The pattern of policy change is one of ongoing adjustment and gradualism. 3 Like the other countries in this book, Germany confronts major challenges in continuing to balance the goals of universal access, affordability, and high quality health care. As the German population ages and requires expensive care for chronic conditions, there will be fewer workers to pay for the health care of themselves and their elders. In addition, the financing of health insurance from payroll taxes on wages and salaries in an era of slower wage growth adds to the financing concerns. At the same time, new forms of work undercut the security of employmentbased insurance. To date, governments have largely worked through the existing institutional arrangements of employment-based social health insurance and have sought to make the system more responsive and efficient through competition and choice, while safeguarding its solidarity and equity. Policymakers have also repaired and even extended the corporatist underpinnings of the health care system. Some of the reforms of the new millennium, have grafted institutional innovations onto these long-standing structures.
This chapter proceeds as follows. The first section "Main Features of German Social Health Insurance" sketches the historical development of SHI and describes its main actors and institutions. The next section describes how the political system-its structure, representation of interests, and political culture-has shaped health care institutions and policies. The third section "Health Care System Performance and Challenges" assesses the strengths and weaknesses of health care system performance and highlights the major challenges it faces. The last section analyzes the more recent policy reforms that governments have introduced to address these challenges, outlining their aims, content, and the underlying politics that explain these reform choices. The chapter's conclusion considers the implications of the reform path for German health care in the future.
Main Features of German Social
Health Insurance
Historical Origins
The basic institutional contours of social health insurance based in employment have their origins in the nineteenth century. Chancellor Otto von Bismarck (1871-1890) enacted the social health insurance law as part of his comprehensive system of social security for German workers in the 1880s. Germany thus can boast the first comprehensive welfare state of the modern era, which spanned government-sponsored old-age pensions,
